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Present law is defined in statute as “that level of funding needed under present faw 1
operations and services at the level authorized by the previous legislature, including but not limited to:
o Changes resulting form legally mandated workload, caseload, of enroliment increases Of

decreases;
o Changes in funding re
formulas;
.....n.> o Inflationary or deflationary adjustments; and
o Elimination of nonrecurring appropriations.”
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There are also two primary factors that inflate this total beyond the amount necessary to maintain
services at the level established by the last legislature:

o The executive includes at least $78 million general fund for proposals that should have been

classified as new initiatives for legislative prioritization; this issue is discussed in more detail in

the “Executive New Initiatives” section that follows, page 151 i
o LFD analysis concludes that the executive overstates the amount of present law adjustments

necessary to maintain services in five areas, as shown in the following table; the table includes.
both general fund and 1-149 (tobacco tax) funds, which have flexibility of use for a number
purposes for legislative prioritization for which general fund is the primary alternative; pleas
note that this table includes only the major overstated present law adjustments

Each of these elements is discussed in more detail in the relevant Figure 14
Executive Present Law Adjustments

sections of the agency narratives in Volumes 3, 4, and 6.
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Item Name

Food

Books & Reference Material
Meat

Dairy

Produce

Bakery

Grocery

Poultry

Beverages

Red Meat

Canned Goods

Staples

Sea Foods

Pork

Fish/Fish Eggs

Postage & Mailing
In-state State Motor Pool
Motor Pool Leased Vehicle
Electricity

Natural Gas

Library Books

Disk Storage Charges DofA
Batch CPU Seconds DofA
TSO CPU Seconds DofA
JDMS CPU Seconds DofA
CICS CPU Seconds DofA

Percentage Change
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FIXED COSTS

.veral programs within state government provide services to support other functions of state
vernment, for which they charge a fee. These types of programs are commonly called internai
rvice programs. The legislature does not appropriate funds for the provider programs because they
e utilizing internal service funds, which do not require appropriations. Instead, the legislature
yproves the maximum level of fees the programs may charge to generate revenue to fund operations.
\e appropriation to pay these fees is then provided to the paying agencies in HB 2. The funding is
ocated to the paying agencies based upon set criteria, anticipated usage, and expenditures of the
ternal services programs. This funding is referred to as “fixed costs” and is part of the statewide
esent law adjustments in each agency. Nearly $100 million is assessed to state agencies in the
ecutive budget to pay these inter-service fees. Controlling the rates charged and the level of
srvices provided can significantly impact the rate of growth in state expenditures.

gure 20 details each of the internal service programs and the total fixed costs included in the
<ecutive budget in support of those functions. The figure also compares total costs in the executive
adget in the 2009 biennium with costs budgeted in the 2007 biennium. All internal services programs
r which a fixed cost is charged are in the Department of Administration, with the exception of the
atewide cost allocation plan and the legistative audit function.

Figure 20
Comparison of Fixed Costs
2007 to 2009 Biennium
(in Millions)
2007 2009
Subcommittee/Agency Program Biennjum Bienniwn Difference Percent
General Government

Administration Insurance and Bonds $28.9 $25.8 ($3.1) -10.7%
Warrant Writing Fees 1.6 2.0 04 250%
Payroll Service Fees 0.9 1.0 0.1 1L.1%
Data Network Services 21.6 27.2 56 259%
SABHRS Operating 127 134 07 5.5%
Messenger Services 03 04 0.1 333%
Web Services* 0.0 0.4 0.4 -
Rent - Buildings 13.5 16.0 25 185%
Grounds Maintenance 0.7 1.0 03 42.9%
Legislative Audit Division  Audit Fees 3.1 33 0.2 6.5%
Various Statewide Cost Allocation/State Fund Allocation 37 5.6 1.9 514%
Total $87.0 $96.1 $9.1 10.5%

*Beginning in FY 2009.

As shown, fixed costs increase by $9.1 million (10.5 percent) in the 2009 biennium over the 2007
siennium appropriations. Funding for fixed costs is provided based upon the funding mix of the agency.
Therefore, all funding sources of the agency are used. An estimated $3.5 million of the costs in the
iable are funded with general fund.

There are two issues for legislative consideration: 1) the lack of justification for many of the fixed costs;
and 2) the method used by the legislature for approving rates may need re-examination.
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